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Financial Highlights 


Sales and Income (000’s) 
Sales 

Cash flow from operations 
Earnings before income taxes 


Net earnings 


Common Share Data 

Common shares outstanding at end of period 
Cash flow from operations per share 

Net earnings per share 


Shareholders equity per share 


Financial Position (000’s) 
Working capital 

Total assets 

Long term debt 
Shareholders’ equity 
Capital expenditures 


Other Data 

Return on sales 

Retum on capital employed 

Return on shareholders’ equity 

Ratio of current assets to current liabilities 
Long term debt to shareholders’ equity 
Inventory turnover — times per year 


Average age of accounts receivable — number of days 


12 months ended 
Mar31/99 


| 


$ 695,013 
6,205 
9,272 
5,308 


3,812,960 
$ 1.63 
1.39 
13.38 


$ 36,184 
167,522 
8,232 
51,026 
8,499 


0.76% | 
8.96% 
10.40% 
1.33:1 
0.161 
IL 
32.0 


12 months ended 
Mar31/98 


$ 668,041 
5,383 
8,435 
4,530 


3,812,460 
$141 

IL IRS) 
11.99 


$ 30,279 
157,885 
20 
45,714 
5,619 


0.68% 
9.90% 
9.91% 
1.27:1 
0.001 
11.4 
32.5 


12 months ended 
Mar31/97 


$ 611,614 
6,756 
11,521 
5,914 


3,806,210 
$ 1.77 
1.55 
10.81 


$ 30,537 
134,904 
70 
41,134 
1,396 


0.97% 
14.33% 
14.38% 

1.33:1 

0.003 
13.8 
32.6 


12 months ended 


15 months ended 


Mar31/96 Mar31/95 
$383,029 | $522,308 | 
3,145 | 8,146 | 
4,282 | 13,951 
2,313 | 7,526 
3,806,210 3,806,210 | 
$0.83 $2.14 | 
0.61 | 1.98 | 
9.25 | 8.65 
| 
| 
| | 
$ 25,286 $25,238 | 
105,720 110,203 | 
293 | 877 | 
35,220 | 32,907 | 
2,725 | 2,361 
| 
0.60% | 1.44% 
6.50% | 22.28% | 
6.57% 22.87% | 
1.36:1 | (23.1 
0.010 | 0.027 
103 | 11.8 
34.2 | 32.7 


About Taiga 


As Canada’s largest wholesale distributor of lumber, 
panel products and related building materials, Taiga 
Forest Products Ltd. provides the essential link between 
manufacturers with large volumes of products to sell, 
and retailers or industrial customers with smaller, but 
wider-ranging needs. 


Distribution 


The Company maintains large, balanced product 
inventories at 14 distribution centres located coast-to- 
coast across Canada to meet market demand for “just- 
in-time inventory.” Taiga is also a significant distributor 
of lumber products to U.S. markets, and operates two 
reload centres to serve customers in the U.S. 


Products 


Taiga’s product mix is focused on the 10 products 

that represent close to 80% of building products sales. 
These are augmented with engineered and value-added 
products, some of which are produced by Taiga. 


Remanufacturing 


Taiga produces high-quality, pressure-treated lumber 
at plants in Langley, B.C. and Edmonton, Alberta, 
and remanufactures value-added lumber products 
such as custom-cut lumber. 
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Manitoba 


Winnipeg 
Distribution Centre 
14,000 sq.ft. building 
on 4.0 acres 
Owned 


aSKd neWalh 
Saskatoon Regina 
Distribution Centre Distribution Centre 
8,000 sq.ft. building 21,000 sq.ft. building 


on 2.2 acres on 4.2 acres 
Leased Owned 
Ontario 
Sudbury Brampton Milton 


Distribution Centre & 
Remanufacturing Plant 


Distribution Centre 
35,800 sq.ft. building 


Distribution Centre 
14,000 sq.ft. building 


on 5.0 acres on 5.3 acres 68,000 sq.ft. building 
Owned Leased on 11.5 acres 
Owned 
Alberta Uuebe 
Calgary Edmonton Boucherville St. Augustin 


Nanaimo 
Distribution Centre 
10,500 sq.ft. building 
on 2.0 acres 
Leased 


Distribution Centre 
26,000 sq.ft. building 


Distribution Centre 
35,000 sq.ft. building 
on 6.0 acres 


Distribution Centre 
52,923 sq.ft. building 
on 12.0 acres 


on 4.1 acres 
Owned 


Burnaby 

Head Office 

&U.S. Trading 
13,662 sq.ft. building 
Leased 


Owned 


New Westminster 
Distribution Centre 
43,000 sq.ft. building 
on 8.2 acres 

Owned 


Langley 

Lumber Treatment 
Plant 

40,000 sq.ft. building 
on 6.0 acres 
Owned 


Owned 


Kelowna 
Distribution Centre 
14,500 sq.ft. building 
on 2.5 acres 
Owned 


Distribution Centre 
36,000 sq.ft. building 


on 7.0 acres 

Owned 
Nova otia 
Dartmouth 


Distribution Centre 
10,800 sq.ft. building 
on 3.0 acres 
Leased 


President's Report To Shareholders 


To Our Shareholders: 


Markets for building products have been volatile and 
highly competitive for several years now, and 1998 was 
no exception. Throughout the past year, Taiga faced 
the challenges of rapid price fluctuations and increased 
competition. And once again, our exceptional team of 
people helped us overcome these conditions to achieve 


cellent financial results. 


For the year ended March 31, 1999, Taiga achieved 
earnings of $5.3 million ($1.39 per share) on sales of 
$695 million — 17% higher than 1997 earnings of $4.5 
million ($1.19 per share) on sales of $668 million. 


Growth in sales and earnings was supported by excellent 
economic conditions in North America. Strong housing 
starts in both Canada and the United States, combined 

with a growing repair and renovation market, and low 

interest rates, continued to promote active building 


markets throughout the year. 


Rising prices and improved margins for Taiga’s core 
lumber and panel products were also key factors in 
the year-over-year improvement in sales and earnings. 
Panel products performed particularly well in 1998. In 
addition, our well-balanced mix of pressure-treated 
wood, engineered wood products and allied building 
products, including insulation and asphalt roofing, also 
contributed to the year’s strong results. 


Adding Value with Treated Wood 


In 1998, we continued our program of adding value 
to our product line with the construction of two state- 
of-the-art wood preservation plants. 


The first plant, which operates as Envirofor Preservers 
(BC) Ltd., was built in Langley, B.C. and brought 

on stream in November 1998. An identical facility, 
operating as Envirofor Preservers (Alta) Ltd., was 
built in Edmonton as part of a joint venture with 
Millar Western Industries Ltd. This plant began 
production in May 1999. 


Two of only four plants of their kind in North America, 
these are now Canada’s most efficient and environmen- 
tally friendly wood preservation plants. Both plants 
produce a very high-quality product using an advanced 
treating process that permanently fixes chemicals into 
the wood, thereby eliminating the potential for chemical 
discharge or run-off at a later stage in the wood’s life. 
As a result, Taiga can now guarantee the ongoing 
environmental performance of our pressure-treated 
wood products. 


Our new capabilities not only make Taiga the leading 
producer of treated wood in Western Canada, they 
also enhance our relationships with lumber suppliers, 
while improving our ability to meet growing customer 
demand for these products. 


Rising prices 
and improved margins 


for Taiga’s core lumber 
and panel products 
were also key factors 


in the year-over-year improvement 
in sales and earnings 
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Expansion Projects 


Construction of the new treating plant in British 
Columbia represented the first phase of a larger $13 
million development underway at Taiga’s Langley site. 
Taiga is also nearing completion of a major new distribu- 
tion centre at this location. Scheduled to open in 

July 1999, the new facility will replace the existing 
New Westminster Distribution Centre with more than 
double the warehouse and yard capacity. The expansion 
will make it possible to distribute a much wider’ range 
of products, and enable Taiga to better serve customers 
in southwestern B.C. and surrounding markets. 


Another expansion project was completed at our 
Milton, Ontario distribution centre in August 1998. 

A new 30,000 square foot warehouse now provides 
increased inside storage for our allied building products. 
In addition, the centre’s new office space is helping 
improve efficiency and productivity, while providing 
room for growth. 


New Opportunities for Growth 


Since Taiga’s inception 26 years ago, the Company's 
traditional market has been North America. In 1998, 
Taiga added an Export Sales Department which will 
market building products in the Pacific Rim and 
Europe. While still in a development stage, this 

new department is expected to provide Taiga with 
opportunities for growth in the years to come. 
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We also see potential to continue growing our business 
in North America — possibly through acquisitions. Taiga 
is well positioned to make such a move, and we are 


actively exploring potential opportunities. 


1999 Outlook 


Our outlook for 1999 remains positive. The North 
American economy continues to be very strong with 
low interest rates, little inflation, and a high level of 
consumer confidence. Housing starts, particularly in 
the United States, continue to be strong in 1999. With 
the expectation of a high level of sales activity, and our 
new treating plants adding greater profit to our bottom 
line, we are anticipating another good year. 


In closing, we thank our employees for their contribu- 
tions to our 1998 success. Taiga also benefited from 
the wise counsel of our Board of Directors, including 
our independent directors, and the directors from 

the Berjaya Group Berhad of Malaysia including 

Mr. Vincent Tan, Chairman and Chief Executive 
Officer of the Group. 


Finally, we thank all of our shareholders for continuing 
to support Taiga. We remain committed to increasing 


the value of your investment. 


Patrick E. Hamill 


President and 
Chief Executive 
Officer 


Taiga’s Product Mix 


In the world of wholesale distribution, product mix is 
a key determinant of success. The choice of products 
de ae rmines your customer base. It affects operational 
ficiency. And it influences your ability to survive in 
ae markets. 


\t Taiga, we believe we have the best product mix in 
the industry. In good years, our product mix has helped 
us set new records for sales and earnings. In tough 

ars, it has provided the balance and diversification to 

aintain steady results. All in all, it has contributed to 
Ta iga’s uninterrupted 26-year run of success. That’s not 
bad when you consider that our product mix focuses on 
ist 10 basic types of products. 


Focusing on Core Products 


Ranging from lumber, to treated wood, to panels, to 
allied products like insulation and roofing shingles, 
Taiga’s product mix is made up of the 10 core items 
most commonly used in construction and renovation 
projects. 


Strong, high-volume demand is one good reason for 
focusing on these products. Our 10 products represent 
nearly 80% of a typical retail building centre’s sales. 
Efficie ncy is another reason. Because each product is 
sold to the same type of customer using similar selling 
techniques, we can market them very efficiently. And 
almost all of our products can be machine-handled to 
maintain high volume distribution efficiency. 


Striking the Right Balance 


Taiga’s product mix is also designed to provide stability 
in a volatile industry. Although many of our products 
are cyclical, they move in different cycles. And we have 
selected products with staggered seasonal demand, 
ensuring that customers have a reason to call on Taiga 
12 months of the year. 


Finally, we keep our product mix dynamic, changing 
its balance and make-up as necessary. In recent years, 
we have increased our emphasis on panels and allied 
building products to balance our exposure to the more 
volatile Miynhet markets. We have also introduced 
new products like engineered wood products, rigid 
insulation and house wrap in response to changing 
construction trends. Last year, we increased our 
emphasis on treated wood products — both as a 
manufacturer and as a distributor, 


The end result is a strategic mix of products that meets 
customer needs and lets us respond to changing market 
opportunities and challenges. 
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Lb ME a 


Lumber was the original product in Taiga’s mix, and 

it remains one of our most important. Today, Taiga is 
Canada’s leading independent distributor of commodity 
SPF dimension lumber, and we are becoming better 
known as a supplier of pressure-treated lumber, and 


hardwood and specialty lumber. 


During 1998, Taiga’s lumber sales volumes increased 
by 8%, although total dollar sales were down slightly as 
a result of lower prices. We anticipate that our lumber 
sales and margins will increase in 1999, driven by the 
continued strength in North American building markets, 
and by Taiga’s expanded production of value-added 


pressure-treated lumber products. 


Pressure-Treated Lumber 


Pressure-treated lumber is an environmentally friendly 
and economical product designed for use in applications 
that expose wood to the elements. Treated with chemi- 
cals to prevent rot and repel insects, Taiga’s treated 
wood products come with a lifetime guarantee. This 
exceptional performance is making this product 
increasingly popular for use in fencing, patio decking, 
landscaping, shingles, and wood foundations. 


Taiga began distributing treated lumber in 1983, and 
in 1986, we also began producing it in order to provide 
customers with a higher quality product. Last year, we 
expanded our treating capabilities significantly with the 
construction of new state-of-the-art treating plants in 
both B.C. and Alberta. 


The new plants use an advanced treating process that 
permanently fixes chemicals into the wood, thereby 
eliminating the potential for chemical run-off at a 

later stage in the woods life. As a result, Taiga can now 
guarantee the environmental performance of our treated 
wood products. Made from high quality white wood, 
the finished product also has an excellent appearance. 


eAll softwood species, 
specializing in ra 
Western and Eastern 
SPF 


Lumber Sales as a 
Percentage of Total Fiscal Year Sales 


1,93°8 1337 1,979.6 


aca Lumber Products mos | Total Percentage 


Pressure-Treated Lumber 
¢ Dimension Lumber 

* Decking 

Engineered Wood Products ¢ Landscape Timbers & Ties 
¢ “I” Beams & Joints 


Dimension Lumber ¢ Laminated Veneer 
Lumber (LVL) 


¢ Fence Boards, Posts & Rails 
* Shakes & Shingles 

+ Plywood : 

¢ Preserved Wood Foundations 


Lumber Sales (1996-1998) 


(millions of dollars) 


During 1998, we hired new staff to support and promote 
our pressure-treated products to customers across the 
country. We anticipate strong growth from this line in 
1999 and beyond. 


Specialty Woods 


Taiga first launched a line of hardwood and specialty 
wood products in 1997, following the acquisition of 
Allfor Lumber Inc. Operating out of our Milton, 
Ontario distribution centre, Taiga now markets oak, 
hackberry, clear hemlock and other woods primarily 
to manufacturers of furniture, windows and cabinets 
in Ontario and the United States. 


During 1998, Taiga increased sales of these products, 
and expanded the line to include pine, which is enjoying 
growing popularity with consumers. 


Although a niche product line, hardwood and 

specialty woods respond to the needs of our industrial 
customers, complement our product mix, and offer 
excellent returns. During 1998, we added new staff to 
support these products and we expect sales to continue 
growing in the year ahead. 


POACN IE PR 02D 2061s 


Taiga’s line of panel products includes plywood, oriented 
strandboard, particleboard, and pourform — a non-stick 
composite panel product used to form concrete. 


Following several years of weak market conditions, 
demand and prices for panel products rebounded 
strongly in 1998. Taiga increased panel sales by a 
remarkable 28% with accompanying strong gains in 
profit contribution. Taiga’s ability to respond to the 
upsurge in demand was due in part to excellent 
relationships with our suppliers, as well as Taiga’s 
strong presence in the marketplace. 
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In addition to solid wood products, Taiga distributes 
allied building products like batt and rigid insulation, 
engineered wood products, asphalt shingles, wood 
mouldings, nails and polyethylene sheeting. Many of 
these are nationally-branded products, and Taiga plays 
a key role in promoting and distributing them in Canada. 


In 1998, sales of our allied building products continued 
to grow, reflecting strong activity in both the new con- 
struction and renovation markets. Some of the year’s 
strongest performers were Johns Manville insulation, 
Emco BP roof shingles, and Owen Corning rigid 
“Celfort” insulation. 
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Taiga also increased sales of engineered wood products 
during 1998. Demand for engineered wood products 
has been growing steadily as builders come to rely on 
their precise strength and performance characteristics. 
Taiga entered this market several years ago with wooden 
I-Beams and laminated veneer lumber (LVL). 


During 1998, we significantly strengthened our supply 
of both products with a new line of nationally branded 
and supported I-beam and LVL products made in 
Canada by Louisiana Pacific. We also expanded our 
storage and handling facilities, and hired highly 
experienced staff to support these products across 

the country. 


We anticipate continued growth from our engineered 
wood product lines, as well as our other allied building 
products, in 1999. 


Taiga Increased panel sales 


by a remarkable 28 per cent 


with accompanying strong gains 


in profit contribution 


Panel Sales as a 
Percentage of Total 


Fiscal Year Sales 


Plywood Panels & 


Pressure-Treated Plywood Panels 


¢ Fir Plywood 

. Spruce Phan 

e Particle Board 

¢ Pourform 

¢ Hardwood Plywood 

+ Pine Plywoo 

+ Plywood Siding 

¢ Preserved Wood Foundations 
+ Treated Plywood 


io gS 


Lo.97 


| Panel Products 


19°96 


Total Percentage 


Oriented Strandboard 


Panel Sales (1996-1998) 


(millions of dollars) 
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The Distribution Network 


Having the right products is one part of Taiga’s success. 
Keeping them in the right places is another. 


Taiga maintains a strategic mix of products on the 
ground, close to customers at distribution centres in 14 
key Canadian markets. Stretching from Nanaimo, B.C. 
to Dartmouth, Nova Scotia, these centres stock a full 
range of core products so that customers can order 
small, mixed loads of product as they need them — and 
take delivery in a matter of hours. 


It’s a service that lets our customers practice just-in- 
time inventory management and remain competitive 

in today’s fast changing retail environment. This, in turn, 
has helped Taiga secure its place in the distribution 
chain. 


Today, Taiga’s distribution network serves over 5,000 
North American building product retailers. These 
include members of Canadas national buying groups 
who depend on our national presence and distribution 
capabilities. Our network also serves a wide range of 
industrial customers, including furniture, window, 
cabinet and mobile home manufacturers. 


By providing excellent geographic and market 
diversification, our national distribution network 
helps Taiga maintain overall stability despite changing 
conditions in regional economies. 


Dee Rel StH Cae hee 


Economic conditions continued to worsen in B.C. 
last year as the effects of the Asian crisis, difficulties 
in B.C.’s forest sector, and the province's declining 
reputation as a place to do business led to reduced 
housing starts and renovation activity. Despite these 
conditions, Taiga’s distribution centres in New 
Westminster, Nanaimo and Kelowna increased sales 
volumes in 1998, and experienced only a slight decline 
in profitability. 

Our strong product mix has been a key factor in 

our ability | to remain successful at a time when some 
competitors are withdrawing from the B.C. market. 
Taiga is now the province’s leading building products 
wholesale distributor, and we have added to our sales 
by capitalizing on B.C.’s proximity to the U.S. Pacific 
Northwest and Pacific Rim markets. 


During 1998, Taiga began work on a $13 million 
expansion project which includes a large, new 
distribution centre and wood treating plant located 

in the Vancouver suburb of Langley, B.C. Scheduled 
for completion in July 1999, the new centre features 
140,000 square feet of covered warehouse and plant on 


16 acres, and doubles the capacity of the New Westminster 
operation it replaces. 


OPERATIONS REVIEW 10 


The added capacity gives Taiga the ability to better 
serve its customers in the Lower Mainland, and to 
carry a broader line of products that require covered 
storage. The location of the new centre also provides 
easier access to customers in the United States. 


LEE ee 


Taiga’s prairie operations continued to increase sales 
and earnings in 1998, driven largely by Alberta's strong 
economy. Our distribution centres in Calgary and 
Edmonton took advantage of healthy demand for 
building products to establish new records for sales 
and earnings during the year. 


Taiga’s operations in Saskatoon and Regina also posted 
improved results in 1998, however, these gains were 
partially offset by weakness in the Manitoba economy 
which affected results at our Winnipeg distribution 
centre. 


The outlook for the Prairie provinces remains positive, 
with the expectation of continued economic health, but 
little prospect of significant new growth. While Manitoba 
and Saskatchewan are anticipating modest gains in 
housing starts, Alberta’s housing starts are expected 

to be slightly lower than in 1998. 


PE EASTERN CANADA 


For the first time in a decade, Eastern Canada led the 
country in economic growth last year. 


Taiga’s operations in Ontario turned in a strong perfor- 
mance, with demand for building products continuing 
to climb during the year. Our distribution centres 

in Milton, Sudbury and Brampton responded to the 
upswing to post improved results, despite a three month 
house builders’ strike that hampered sales in the third 
quarter. Taiga’s Quebec operations also increased 

sales and earnings in 1998, as a more stable political 
environment continued to enhance consumer and 
business confidence. 


In the Maritime provinces, new mining and offshore 
oil drilling projects have had a positive effect on the 

economy, and contributed to improved results from 

our Dartmouth, Nova Scotia operation last year. 


Results for the Eastern Canada region were further 
strengthened by growth in Ontario and Quebec’s 
industrial sectors. Taiga serves a variety of industrial 
manufacturers in these provinces, including furniture 
and cabinet makers and mobile home manufacturers. 


“Celfort” Rigid Insulation 


Allied Sales as a 
Percentage of Total 


9.8 


Fiscal Year Sales 


UpoLO a 


Ee Allied Building Products 


“Johns-Manville” Residential Insulation 


88% 


Wood Mouldings 
+ Finger jointed 
* Oak mouldings 


pine mouldings 


* Medium Density Fibre (MDF) mouldings 


1996 


Total Percentage 


“Emco” B.P. Asphalt Shingles 


Allied Sales (1996-1998) 


(millions of dollars) 


60 


40 


1996 


During 1998, Taiga proceeded with an expansion project 
at the Milton, Ontario distribution centre to provide 
new offices and an additional 30,000 square feet 

of warehouse space. Opened in August 1998, the 
expansion has increased product capacity, improved 
efficiency and provided appropriate storage for Taiga’s 
hardwood and specialty lumber products. 

The year ahead promises to be an excellent one for 
our Eastern Canadian operations, particularly those in 
Ontario, with the construction, renovation and industrial 
sectors all expected to enjoy strong growth. 
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In addition to serving Canadian retailers, Taiga distrib- 
utes mainly lumber products to U.S. contractor yards, 
retailers and buying co-ops. Our distribution centres, 
together with our reload centres in Alberta and 
Ontario, help us reach diverse markets and regions of 
economic strength south of the border. 


In 1998, vigorous housing starts and a robust home 
improvement market in the U.S. continued to drive 
demand for building products. Taiga’s sales to the U.S. 
grew by 14% in 1998, despite continued restrictions 
on the volume of lumber that can be exported to the 
United States under the Canada-U.S. Softwood 
Lumber Agreement. 


Taiga has been very successful in managing quota 
restrictions under the Agreement. We also continue 
to work closely with both the provincial and federal 
governments, representing the interests of lumber 
wholesalers and the Canadian forest industry. 


The 1999 outlook for the U.S. market remains very 
positive. The United States appears able to sustain 

its current high level of economic growth, and we are 
anticipating strong sales to this market in the year ahead. 


Products For All Seasons 
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“length of season is governed by the winter weather 


By selecting products with staggered seasonal demand, Taiga ensures 
customers have a reason to call 12 months of the year. 
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People & Technology 


Behind Taiga’s long track record of success is a 
remarkable team of employees. Taiga continues to 
attract — and retain — the industry's top talent. Last year, 
we welcomed several new individuals to our team to 
strengthen our expertise and provide enhanced support 
for specific products like pressure-treated lumber, 


engineered wood products and asphalt roofing shingles. 


Leading-edge technology also plays an important role 
in Taiga’s success. Several years ago, we created an 
in-house information technology (IT) department to 
ensure our operations have the tools to efficiently 
manage our large inventories and provide customers 
with up-to-the-minute information on product prices 


and availability. 


The past year brought several key improvements to 
our information systems. We improved the speed and 
flexibility of our order quoting systems and enhanced 
our customer information systems. We increased our 
use of electronic data interchange (EDI) with key 
customers and suppliers, and introduced internet 
e-mail to speed up our ability to share critical 
information with our customers and suppliers. 


We also revamped our accounting and financial 
reporting systems to improve our business planning 
and reporting capabilities. 


In the year ahead, we plan to make major enhancements 
to our sales reporting capabilities, while working on 
general improvements to our systems’ ability to manage 
inventories and process orders. 


People and technology. Together, they help us deliver 
excellent service. As we move forward, Taiga is com- 
mitted to supporting our products, our distribution 
network, and our customers with the very best service 


in the industry. 


\Vanagement’s Discussion and Analysis 


Results of Operations 


For the 12 months ended March 31, 1999, Taiga’s 

arnings per share were $1.39 compared to $1.19 in 
fiscal 1997. Consolidated sales increased 4% to $695 
million from $668 million in 1997, while earnings 
increased to $5.3 million from $4.5 million the 
Drev1ous year. 


During fiscal 1998, lumber products accounted for 
$441.6 million or 64% of the Company’s total sales 
($456.7 million or 68% in 1997). Panelboards accounted 
for $170.9 million or 24% of total sales ($133.1 million 
or 20% in 1997). Allied product sales increased 5.5% 
to $82.5 million, accounting for 12% of total sales 
($78.2 million or 12% in 1997). 


Cash generated from operations was $6.2 million or 
$1.63 per share compared to $5.4 million or $1.41 for 
the previous fiscal year. Cash from operations includes 
net earnings of $5.3 million, depreciation of $1.1 million, 
less non-cash items totaling $230,000. 


Strong housing starts in North America, combined 
with increasing repairs and renovation spending and 
consistent low interest rates, continued to promote 
active building materials markets in Canada and the 
United States throughout the year. Canadian starts, 
although marginally lower in calendar 1998 than in 
calendar 1997, remained strong at 140,000 (147,040 in 
1997)'. Canadian renovation expenditures for calendar 
1998 increased 4% to $22.8 billion from the previous 
year’. Housing starts in the United States for calendar 
1998 were reported at 1.62 million, up a dramatic 9.5% 
from 1.48 million in 1997°. 


Taiga’s net income after income tax increased 17% to 
$5.3 million or $1.39 per share in fiscal 1998. Earnings 
growth outpaced sales growth due to the strong profit 
performance of Taiga’s core lumber and panelboard 
products. During 1998, commodity lumber sales 
increased 63 million FBM or 8.2% to 833.3 million 
FBM, and were accompanied by a $2.5 million or 
14.4% increase in margin contribution. Panel products 
sales ( plywood and oriented strandboard ) increased 

a remarkable $37.8 million or 28.3% to $170.9 million, 
and were accompanied by a $3.2 million or 45.5% price 
driven increase in contribution to profit margin. Within 
this product group, oriented strandboard (OSB), and fir 
and spruce plywood made major contributions to the 
Company’s profits. 


Taiga’s allied product line consists of hardwood and 
softwood mouldings, MDF mouldings (medium density 
fibre board), residential and rigid insulation, asphalt 
shingles, polyethylene sheeting, nails, and remanufac- 
tured lumber products including custom cut lumber 
and fencing panels. 
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Allied product sales increased to $82.5 million from 
$78.2 million last year, with margins increasing 

12% to $8.6 million. Allied products that performed 
particularly well in 1999 included Johns Manville 
residential insulation, Emco roof shingles, Louisiana 
Pacific engineered wood products, and Owens Corning 
‘Celfort’ rigid insulation. 


Financing Activities 


Taiga completed the negotiation of new banking 
arrangements in 1998. Under the terms of Taiga’s 
agreements with two major chartered banks, the 
Company has access to a maximum revolving operating 
facility of $80 million, and access to long-term debt 
facilities of $20 million. At March 31, 1999, the 
Company had not utilized $7.2 million of the revolving 
facility and $10 million of the term debt facility. 


Taiga’s bank loans are secured by the general assignment 
of inventory and accounts receivable and general 
security agreements in favour of the banks. 


Investing Activities 


Investments in property, plant and equipment for 
fiscal 1998 totaled $8.5 million compared to $5.6 
million in 1997. Major capital projects completed in 
1998 include the relocation of the Burnaby Head 
Office, and construction of a new warehouse and office 
in Milton, Ontario. Envirofor Preservers (BC) Ltd., 

a 100%-owned subsidiary of Taiga, completed the 
expansion and relocation of Taiga’s New Westminster 
wood preservation plant to Langley, B.C. The remainder 
of Taiga’s capital expenditure was directed toward 
maintaining existing facilities and equipment. 


Taiga Forest Products Ltd. has been distributing 
preserved wood products from the Company's network 
of Canadian distribution centres for over 15 years. 
Since 1986, Taiga has also produced its own treated 
wood products at a preservation facility in New 
Westminster, B.C. In 1998, Taiga relocated this facility 
to Langley, B.C. where it now operates as Envirofor 
Preservers (BC) Ltd., a wholly-owned subsidiary of 
Taiga Forest Products. Upon relocation from New 
Westminster to Langley, plant capacity was increased 
by 50% and the facility was upgraded to incorporate 
state-of-the-art technology. 


Recently, Taiga identified an opportunity to build on 
its proven expertise in wood preservation by creating 
a second plant to service the Company’s distribution 
centres in Alberta, Saskatchewan, and Manitoba. 
During 1998, Taiga commenced construction of a 
wood preservation plant in Strathcona County near 
Edmonton, Alberta as part of a joint venture with 
Millar Western Industries Ltd. 


The plant, which will operate as Envirofor Preservers 
(Alta) Ltd., is the fourth of its type in North America, 
and a duplicate of the Envirofor Preservers (BC) Ltd. 
wood preservation plant in Langley, B.C. Envirofor 
Preservers (Alta) Ltd. is owned equally by Taiga and 
Millar Western, and is accounted for as an equity 
investment. Previously, both Millar Western and Taiga 
purchased wood preservation services from third party 
providers in the Prairie provinces. The Edmonton plant 
commenced operations in May 1999. 


Taiga’s strategy is to provide environmentally friendly 
preserved wood products of superior quality. Both the 
Langley and Edmonton wood treating facilities employ 
patented “fixation” technology supplied by Chemical 
Specialties Inc. of North Carolina. Unlike the majority 
of other wood treatment plants throughout North 
America, Taiga’s facilities do not employ concrete 
“drip pads” associated with some treating processes. 
Most existing competing treatment plants treat wood 
products and then place the material on concrete drip 
pads for fixation for up to a week before the product is 
safe to ship. This process has inherent environmental 
concerns, and the fixation process is not precise. The 
Taiga system uses a patented solution to accelerate the 
fixation process, and “wash” the preserved wood. 


Environmental safety is a priority in the design and 
operation of these plants. This patented technology 
includes a closed loop system for capturing the preserv- 
ing solution dripping from the treated wood products 
using “conditioning bays”. A byproduct of the environ- 
mental safety built into the plants is that wood products 
can be treated and shipped the same day. 


The newly-expanded Langley plant and the 
Edmonton facility should provide for the Company's 
wood preservation requirements well into the future. 


Envirofor Preservers (BC) Ltd. commenced successful 
operation of the Langley wood preservation plant in 
November 1998. The total capital cost of this project, 
constructed on a 6-acre parcel of land located 50 
kilometers east of the City of Vancouver, was 
approximately $6.2 million. 


Taiga is currently in the midst of construction of a new 
warehouse, lumber storage yard and office facility on a 
10-acre parcel of land adjacent to the wood preservation 
plant. Taiga’s existing New Westminster operation is 
expecting to relocate to this site in July 1999. The 

total cost of the Langley distribution facility will be 
approximately $6.4 million before accounting for 
proceeds on the sale of the existing New Westminster 
site which is currently listed for sale. 
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The Company's capital expenditure plan for the 12 
months ending March 31, 2000 totals $2.3 million. This 
includes $1.8 million for the completion of the Langley 
distribution facility. The plan also includes $445,000 
for the purchase of 3.75 acres and site preparation 
work for the future new Saskatoon, Saskatchewan 
distribution centre which is estimated to cost approxi- 
mately $1 million over the next two fiscal years. Taiga 
currently leases a 2.2-acre site in Saskatoon but 
requires additional yard space to increase the product 
mix in the Saskatoon market, All of Taiga’s proposed 
capital expenditures are justified and evaluated to 
ensure adequate return on invested capital before being 
presented to Taiga’s Board of Directors for approval. 
Subsequent to Director approval, expenditures are 
made subject to the availability of funds. 


Taiga’s 1998 capital expenditures of $8.5 million were 
financed by utilizing $10 million of the $20 million 
available long-term debt facility. The balance of $1.5 
million provided working capital which was needed to 
finance business growth. The term debt credit facility 
was negotiated partially to finance Taiga’s 1998 and 1999 
capital asset additions, but this facility can also be used 
for general business purposes. Repayments of long-term 
debt principal during fiscal 1999 amount to $1.5 million 
payable in quarterly installments. Taiga will fund 1999 
capital acquisitions with the remaining $10 million 
long-term debt facility or with funds from operations 
when available. 


Financial Position 


At March 31, 1998 shareholders equity had increased 
to $51.0 million from $45.7 million at the previous year 
end, and working capital was $36.2 million compared to 
$30.3 million last year. The current ratio increased from 
1.27:1 to 1.33:1 due to a smaller relative increase in 
bank borrowings and accounts payable when compared 
to the change in accounts receivable and inventory, 
Utilization of long-term debt for the purchase of long- 
term fixed assets also contributed to the improvement 
in the Company’s working capital position. Long-term 
debt, including current portion, increased $9.7 million 
compared to a reduction in long-term debt of $222,310 
in the prior year. 


Risk Factors 
Inventory 


The wholesale building products distribution industry 
is characterized by large sales volumes and low gross 
margins. It is highly sensitive to price, quality, timeliness 
of delivery and continuity of supply. In addition, the 
demand for some of Taiga’s products is cyclical and 
prices can change rapidly. 


The Company's buying practices are designed to 
minimize the risk of rapidly changing prices, although 
there can be no assurance that such practices will 
reduce risk. Taiga does not generally hedge its inventory 
risk through the purchase of lumber futures contracts. 
Substantially all purchases are made based on current 
orders and anticipated sales, and most sales are made 
from inventory or against product on order. Inventory 
levels are monitored in an attempt to achieve balance 
between maximum inventory turnover and optimal cus- 
tomer service. It is the Company's management policy 
to turn inventory approximately 12 times per annum, 
however, as a wholesale building products distributor, 
Taiga maintains significant quantities of inventory, the 
value of which is subject to the risk of changing prices. 


Currency 


The performance of the Canadian dollar compared 

to the U.S. dollar presents a certain valuation risk for 
inventories purchased specifically for U.S. markets. 
Taiga does not generally hedge these inventories with 
U.S. exchange forwards, relying instead on rapid 
inventory turnover. The Company continually monitors 
exchange trends and sells most U.S. receipts into the 
spot market at the most advantageous rates possible. 
Taiga also makes limited use of U.S. Exchange Forward 
contracts. At March 31, 1999, the Company had out- 
standing obligations to sell US$4,500,000 at an average 
rate of CDN$ 1.5262 during 1999. The exchange rate 
at March 31, 1999 was 1.5087. 


Credit Risk 


The company extends credit to its customers which 

is generally unsecured. Since the loss of a large receiv- 
able can have a substantial effect on the Company's 
profitability, Taiga employs credit insurance on its largest 
accounts to reduce the potential for exposure to large 
credit losses and a system of credit management to 
mitigate the risk of losses due to the insolvency or 
bankruptcy of customers. 


Year 2000 


Note 12 to the consolidated financial statements 
describes the possible affect that Year 2000 may have 
on some computerized systems. 


Taiga’s Year 2000 project has been under way for 

two years. All computer files and programs have been 
modified, tested and implemented. As of the Company's 
financial year-end, March 31, 1999, all internal man- 
agement information systems are Year 2000 compliant. 
The Company continues working with key suppliers 
and customers to identify possible Year 2000 problems 
which could impact our business relationships. 
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Despite the extensive efforts of Taiga’s Year 2000 project 
team, it is possible that unexpected problems associated 
with the Year 2000 problem could arise. The project 
team continues to work to identify the areas of risk to 
our business and to formulate contingency plans and 
procedures to minimize the Company’s exposure. 


The Company’s Year 2000 project consisted of three 
phases which identified how the Year 2000 problem 
affected Taiga’s management information systems, 

and determined and executed methods to address the 
date-related problems which were identified. The most 
important aspect of Taiga’s Year 2000 project was to 
have all work completed within a schedule which 
would provide adequate time for testing. The project 
was structured to provide time for parallel testing 
throughout. All program and file changes are complete 
and Taiga has been successfully using a Year 2000 
compliant management information system since 

June 1998. 


As part of the Company's ongoing equipment replace- 
ment plan, Taiga replaced many personal computers 

as well as the main computer server with Year 2000 
compliant equipment during fiscal 1998. All computer 
programming and file modification work required on 
the internal management information systems was 
performed by current staff, and the Company estimates 
that the total cumulative cost attributed to addressing 
Year 2000 issues is not material. Computer hardware 
leases generally run for 3-to-5 years and leases are 
accounted for as operating or capital items in accordance 
with Generally Accepted Accounting Principles. All 
personnel and other costs related to the project are 
being expensed as incurred. 


The vulnerability of Taiga to the Year 2000 problem 
depends, to a large extent, on the readiness of third 
parties, such as utility providers, financial institutions, 
and government agencies. At this time, there is no 
assurance that uncertainties surrounding these third 
parties and related Year 2000 problems will not 
adversely impact Taiga’s operations. 


U.S. Softwood Lumber Agreement 


On April 1, 1996 the Canada - U.S. softwood lumber 
agreement took effect. This is a quota system agreed to 
by the federal and provincial governments in Canada 
and with the United States industry and trade officials. 


Under this agreement, the Canadian federal government 
allocated the total allowable Canadian softwood lumber 
exports of 14.7 billion board feet to primary producers 
and re-manufacturers in the Canadian lumber producing 
provinces. As a wholesale distributor, Taiga has not been 
allocated quota directly. With the goal of not disrupting 
the historical channels of distribution for softwood 


lumber, the Softwood Lumber industry in partnership 
with the Canadian Government has worked out a 
quota transfer system which allows Taiga to continue 
distributing softwood lumber into the United States 
on a “business as usual” basis. 


The current Canada - U.S. Softwood Lumber agreement 
expires March 31, 2001, and the Company does not 
expect amendments to the Softwood Agreement to 
change the distribution of its products to the U.S. 


Outlook : 


Traditional building products market indicators suggest 
that Taiga’s business in Canada and the United States 
will remain strong in 1999. 


Canada Mortgage and Housing Corporation forecasts 
that Canadian housing starts for calendar 1999 will be 
137,000. This is a reduction from 140,000 starts in 
1998, but is still indicative of a strong Canadian new 
home housing market. In addition, Canadian repairs 
and renovation spending is forecast to rise to $22.9 
billion in calendar 1999 from $22.8 billion in 1998. 


The Bank of Canada reduced the Canadian Bank rate 
by 25 basis points in April 1999 which was followed by 
a similar prime rate reduction at Canada’s chartered 
banks. Long-term residential mortgage rates have 
recently increased, but rates remain at historical lows, 
and are expected to continue to stimulate spending in 
the new home and renovation and repairs markets. 


The U.S. Census Bureau has forecast U.S. Housing 
starts to reach 1.64 million for the 12 months ending 
December 1999 (1998 - 1.62 million). Although there 
have been recent indications of inflation in the U.S. 
economy, interest rates remain historically low. Taiga 
expects U.S. sales and profit margins to remain strong 
throughout the forthcoming year. 


Throughout 1998, the North American market for 
softwood lumber was oversupplied due to reduced 
demand for building products in Asia. The reduction 

in Asian demand resulted from the recession in Japan 
and general poor economic conditions in the Pacific 
Rim countries. A very small percentage of Taiga’s annual 
sales is destined for Japan and the Pacific Rim countries, 
however, the excess supply of softwood lumber in 
Canada and the United States affected Taiga by lowering 
lumber prices and margins. 


Canadian softwood lumber shipments to Japan were 
down approximately 52% to 1.1 billion FBM in calendar 
1998, and U.S. softwood lumber exports to Japan 
decreased 67% during the same period. ‘In 1999, the 
rate of decline in the Japanese economy is expected to 
slow. This may potentially reduce the supply of softwood 
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lumber to the North American markets, resulting in 
stronger prices and margins for softwood lumber in 
Canada and the U.S. 


Canadian Gross Domestic Product for calendar 1998 
increased approximately 2.5% and is forecast to increase 
another 2.0% in 1999. The United States economy 
grew at an annual rate of 3.7% in calendar 1998, and the 
U.S. Department of Commerce is forecasting GDP to 
grow at an annual rate in excess of 3% in 1999. For the 
first quarter of calendar 1099, US; GDP grew at an 
annual rate of 5.4%. Approximately one third of Taiga’s 
sales are into the U.S. market. 


In Canada, both Ontario and Quebec are expected 

to be strong markets for Taiga in 1999. Metro Toronto 
and Southern Ontario have been experiencing increas- 
ing net in-migration since 1997 as the Ontario economy 
picks up speed. In Montreal, an increase in full time 
jobs in the aerospace, biopharmaceutical, telecom and 
software industries is expected to contribute to one of 
the best housing markets in the 1990’. The growth in 
Eastern Canada may be offset somewhat by marginal 
downturns in Alberta and a significant slow down in 
the B.C. economy, but overall, Taiga anticipates growth 
in Canadian sales and profits in the year ending 

March 31, 2000. 


Taiga’s product mix consists of approximately 10 key 
building products. Dimension lumber and panel 
products will continue to be the Company’s mainstay, 
but more attention will be given to value-added products 
including pressure-treated wood and engineered wood 
products, and we will continue to actively promote our 
excellent allied products lines. 


As Taiga approaches Year 2000, the Company will 
concentrate on sales growth, and profit improvement 
to increase shareholder value. Taiga will continue to 
look for ways to increase the Company's competitive 
advantage by continually reviewing and reducing 
expenses so that we continue to be the lowest cost 
provider of building products. We will also look for 
business opportunities within our areas of expertise. 
Taiga is forecasting a growth in both sales and 
profits for the ensuing fiscal period for both Canada 
and the U.S.A. 


1. Canada Mortgage and Housing Corporation, 
Housing Facts, May 8, 1999 


2. Canada Mortgage and } Tousing Corporation, 
Renovation Market Outlook, 1998-99 


3. U.S. Census Bureau, Residential Construction 
Branch, March 1999 


4. Random Lengths, Yearbook 1998 
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Management's Responsibility 


The information and representations in this report were prepared by Taiga Forest Products Ltd. management. The 
financial statements were prepared in conformity with accounting principles generally accepted in Canada and, where 
necessary, reflect management's best estimates and judgements. The financial information presented throughout this 
report is consistent with that contained in the financial statements. 


The Company maintains systems of internal accounting controls, policies and procedures to provide reasonable assurance 
as to the reliability of the financial records and safeguarding of its assets. 


The financial statements have been examined by the Company's auditors, Deloitte & Touche LLP, and they have issued 
their report thereon. 


The Board of Directors is responsible for overseeing management in the performance of its responsibilities for financial 
reporting. The Board exercises its’ responsibilities through the Audit Committee comprised of three Directors, two of 
whom are not officers of the Company. The Committee meets from time to time with management and the Company's 
auditors to review the financial statements and matters relating to the audit. The Company’s auditors have full and free 
access to the Audit Committee. The financial statements have been reviewed by the Audit Committee which recommended 
their approval by the Board of Directors. 


Ne t/ 


Patrick E. Hamill 
Chief Executive Officer, 
Vancouver, B.C. 

April 30, 1999 


Auditors’ Report 


To the Shareholders of Taiga Forest Products Ltd. 


We have audited the consolidated balance sheets of Taiga Forest Products Ltd. as at March 31, 1999 and March 31, 
1998, and the consolidated statements of earnings and retained earnings and changes in cash flows for the years then 
ended. These consolidated financial statements are the responsibility of the Company’s management. Our responsibility 
is to express an opinion on these consolidated financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 


An audit also includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at March 31, 1999 and March 31, 1998, and the results of its operations and the changes in its cash flows 
for the years then ended in accordance with generally accepted accounting principles consistently applied. ) 


Ieee OL tp. 


Chartered Accountants 
Vancouver, British Columbia 
April 30, 1999 
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1999 


1998 


' + Note 2 


Note 4 


Note 6 


Note 7 


§ 


§ 


70,781,601 
0 
72,813,224 
853,507 


144,448,339 


169,048 
22,645,176 
259,924 


72,778,992 
33,500,634 
1,537,668 
447,042 


~ 108,264,336 


0 


8,232,125 
116,496,461 


11,933,460 
39,092,559 
51,026,019 


$ 167,522,480 


—-$ 167,522,480 


$ 70,337,113 
216,068 
70,557,589 
1,291,380 
142,402,150 
122,619 
15,359,948 
0 


$ 157,884,717 _ 


$ 78,372,069 
33,703,230 
47,472 

0 
112,122,771 
27,717 


193793 
112,170,281 


11,929,460 
33,784,976 
45,714,436 
$ 157,884,717 
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lated Staten Earnings and Retained Earnings 


1999 1998 

$ 695,013,290 $ 668,040,605 
648,072,887 626,507,256 
46,940,403 41,533,349 
33,736,655 30,127,339 
3,264,224 2,870,116 
483,808 7,234 
37,484,687 33,004,689 
9,455,716 8,528,660 
183,966 94,035 
9,271,750 8,434,625 
3,964,167 3,904,300 
5,307,583 4,530,325 
33,784,976 29,254,651 

$ 39,092,559 $ 33,784,976 


$ 1.39 $1.19 
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1999 


1998 


5,307,583 $ 4,530,325 
1,128,013 830,379 
57,210 (2,320) 
(287,641) 24 373 
6,205,165 5,382,757 
(1,801,736) (17,529,781) 
4,403,429 (12,147,024) 
9,702,528 (222.310) 
4,000 50,000 
9,706,528 (172,310) 
28,491 2.320 
(8,498,942) (5,619,487) 
(46,429) 53,572 
(8,516,880) (5,563,595) 
5,593,077 (17,882,929) 
(78,372,069) (60,489,140) 
$ (72,778,992) $ (78,372,069) 
$ 4,074,390 $ 3,231,501 
694,808 169,715 


4,126,529 7,762,178 
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Notes to the Consolidated Financial Statements 
March 31, 1999 and 1998 


1. ACCOUNTING POLICIES 
(a) Consolidation 


These financial statements include Taiga Forest Products 
Ltd. and its wholly-owned subsidiaries, Envirofor 
Preservers (B.C.) Ltd., 548421 British Columbia Ltd. 
and 548422 British Columbia Ltd. 


(b) Investments 


Investments in corporations in which the Company exercises 
significant influence are accounted for by the equity method, 
whereby the investment is initially recorded at cost and is 
adjusted to recognize the Company's share of earnings or 
losses and reduced by dividends and distributions received. 


(c) Fixed assets and depreciation 


Fixed assets are recorded at cost and depreciation is 
provided annually using the following methods and rates: 


Rate Method 


Buildings 5% Declining balance 
Furniture and office 

equipment 8% to 30 % Declining balance 
Warehouse and 

manufacturing 

equipment 10% to 30 % Declining balance 
Other properties 2-1/2 % Straight-line 
Leasehold 

improvements 20% Straight-line 


(d) Inventories 


Yard, reload, remanufacturing and treating inventories are 
valued at the lower of average cost and net realizable value. 


(e) Use of estimates 


The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. 
Actual results could differ from those estimates. 
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2. INVENTORIES 


1999 1998 

Lumber products — $ 48,173,694 $51,645,558 
Panel products IE 2D 8,661,988 
Allied building products 12,525,810 10,250,043 
$ 72,813,224 $70,557,589 


3. OTHER ASSETS AND INVESTMENTS 


During the year ended March 31, 1999, the Company 
acquired a 50% equity interest in Envirofor Preservers 
(Alta) Ltd. for $1 and advanced $100,000 to this company. 
This investment has been accounted for on the equity basis. 


4. FIXED ASSETS 


(a) 1999 1998 
Accumulated Net Book Net Book 

Cost Amortization Value Value 

Land $ 6,583,215 $ — $ 6,583,215 $ 6,582,098 

Buildings 14,880,007 2,776,419 12,103,588 6,402,294 

Furniture and 

office equipment 1,919,762 1,115,709 804,053 443.416 

Warehouse and 

manufacturing 

equipment 5,002,321 2,834,062 2,168,259 1,198,872 

Other properties 671,809 368,349 303,460 320,625 

Leasehold 

improvements 1,086,521 403,920 682,601 412.643 


$30,143,635 $ 7,498,459 $22,645,176 $15,359,948 


(b) The Company is in the final stages of completing a new 
distribution facility in Langley, British Columbia and will 
be moving its New Westminster operations to that location 
during the next fiscal year. As at March 31, 1999, construc- 
tion expenditures of $4.6 million have been capitalized. 
Expenditures to complete the facility are estimated at $1.8 
million which will be partially offset by proceeds from the 
sale of the existing New Westminster facility. 
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Notes to the Consolidated Financial Statements 


5. FINANCIAL INSTRUMENTS 


The Company has financial instruments which include 
accounts receivable, bank indebtedness, accounts payable 
and accruals, and long-term debt, the carrying values of 
which approximate fair values at March 31, 1999 and 1998. 


Financial risk is the risk to the Company’s earnings that 
arises from fluctuations in interest rates and foreign exchange 
rates and the degree of volatility of these rates, Approximately 
30% of the Company’ sales are denominated in US currency. 
Normally cash receipts from these sales are sold into the 
spot market at prevailing exchange rates. As at March 3k 
1999, the Company has outstanding obligations to sell 
US$4.5 million at an average rate of Cdn$1.5262 during 
1999. Based on the exchange rate at March 31, 1999, there 
is no significant unrealized gain or loss with respect to 

these commitments. 


The Company is not dependent on revenue from primarily 
one customer, therefore concentration of credit risk is not 
considered to be significant. 

6. BANK INDEBTEDNESS 


1999 1998 


Excess of cheques 
written over cash 
in bank 


Credit facility secured 
by a general assignment 
of book debts and 
inventories and general 
security agreements in 
favour of the banks. 
This credit facility 
bears interest at 

bank prime. 


$ 9,596,794 $ 9551,066 


63,182,198 68,821,003 


$ 72,778,992 $ 78,372,069 
SS 
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7. LONG-TERM DEBT 


1999 1998 


Loan payable, bearing 
interest at bank prime plus 
1/4%, payable monthly. 
Principal is payable in equal 
quarterly instalments of 
$178,575 commencing 
April 1999, with the 
balance due on 


March 31, 2003. $ 5,000,000 $ 0 


Loan payable, bearing 
interest at bank prime plus 
1/4%, payable monthly, 
Principal is payable in 
equal quarterly payments 
of $125,000 which 
commenced September 
1998. Loan is to be repaid 


in full on June 30, 2003. 4,750,000 0 


Loans payable, bearing 
interest of between 2.71% 
and 11.39%, payable in 
monthly blended 
instalments of between 
$1,225 and $2,084, 

due on or before 

January 2000. 


19,793 50,874 


Mortgage payable, 

bearing interest 

at the bank prime 

plus 1% 0 
9,769,793 
1,537,668 47,472 


$ 8,232,125 $19,793 
ee ee a. 


16,391 
67,265 


Less: current portion 
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8. CAPITAL STOCK 
Authorized 50,000,000 common shares. 


Issued 
and outstanding 
. Number of 

shares Amount 
March 31, 1997 3,806,210 11,879,460 
Issued on options 6,250 50,000 
March 31, 1998 3,812,460 11,929,460 
Issued on options 500 4,000 
March 31, 1999 3,812,960 $11,933,460 


The Company has established a stock option plan 
for directors and employees. The Company has 
reserved 192,000 common shares for this plan. As 
at March 31, 1999, 152,000 of these options are 
not exercisable. 


9. COMMITMENTS 


The Company has obligations in respect of operating 
leases for premises and equipment as follows: 


2000 $ 1,668,090 


2001 1,155,555 
2002 750,896 
2003 410,208 
2004 319,102 


10. CHANGE IN NON-CASH 
OPERATING WORKING CAPITAL 


1999 1998 
Accounts receivable $ (444,488) $ (9,021,395) 
Inventories (2,255,635) (8,539,172) 
Prepaid expenses 437,873 (545,552) 
Accounts payable (202,596) 4,019,642 
Income taxes payable 663,110 (3,443,304) 


$ (1,801,736) $ (17,529,781) 
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11. SEGMENTED INFORMATION 


The Company operates primarily in the wholesale products 
distribution industry segment. 


During the year ended March 31, 1999, the Company had 
export sales of Cdn.$226,291,000 (1998 - Cdn.$199,082,000), 
primarily to the United States. 


12. UNCERTAINTY DUE TO THE YEAR 2000 ISSUE 


The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 1900 
or some other date, resulting in errors when information 
using year 2000 dates is processed. In addition, similar 
problems may arise in some systems which use certain dates 
in 1999 to represent something other than a date. The effects 
of the Year 2000 Issue may be experienced before, on or 
after January 1, 2000, and, if not addressed, the impact on 
operations and financial reporting may range from minor 
errors to significant systems failure which could affect an 
entity's ability to conduct normal business operations. It is 
not possible to be certain that all aspects of the Year 2000 
Issue affecting the Company, including those related to the 
efforts of customers, suppliers or other third parties, will be 
fully resolved. 
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